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In a surprisingly harmonious session, the Chamber of Deputies overwhelmingly approved
the expenditures portion of the 2003 budget close to the deadline mandated by the Mexican
Constitution. A week earlier, the lower house approved the budget's other major component, the
revenues bill. In a 427-41 vote, the lower house increased expenditures by 24 billion pesos (US$2.28
billion) above the very austere budget of 1.5 trillion pesos (US$142.7 billion) submitted by President
Vicente Fox in November (see SourceMex, 2002-11-13).
Legislators also reassigned 22 billion pesos (US$2.09 billion) in expenditures, increasing allocations
for state programs, education, and agriculture at the expense of the judicial branch and several
Cabinet ministries. This year's quick budget approval was a stark contrast to recent years, when
legislators missed the constitutionally mandated Dec. 15 deadline and extended debate well into the
two-week grace period allowed under law (see SourceMex, 2000- 01-12, 2001-01-10 and 2002-01-09).
The quick vote also represented a departure from the practices of the current Congress, which has
faced criticism for delays in debating and passing legislative initiatives. "[The quick approval] is a
sign of political and economic stability in the country," said Deputy Felipe Calderon Hinojosa, who
heads the PAN delegation in the lower house.
But some critics said the quick approval reflected the lack of attention given by Congress to key
issues in the days leading to the Christmas recess. "During the last week, legislators worked at a
forced pace, approving initiatives with little thought and with strong pressure from outside forces,"
said Salvador Corro, a political commentator at the Agencia de Noticias Proceso news service. In
particular, Corro criticized the decision by Congress to approve a value-added tax (impuesto al valor
agregado, IVA) for magazines and periodicals.
The easy budget approval was achieved after intense negotiations between the former governing
Partido Revolucionario Institucional (PRI) and the center-right Partido Accion Nacional (PAN). The
two parties, along with members of smaller parties and two dissenters from the center-left Partido
de la Revolucion Democratica (PRD), accounted for the 427 favorable votes. All 41 negative votes
came from PRD members. There were three abstentions.

Congress raises projected oil-export price
As part of the negotiations, the PAN agreed to the PRI's demand to raise the projected average oilexport price for 2003 to US$18.35 per barrel, compared with US$17 per barrel in Fox's budget plan
and an earlier proposal floating in Congress for an US$18-per-barrel level. The higher price allowed
Congress to estimate higher revenues for the year, allowing the additional expenditures to be added
to the Fox budget proposal.
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The PRI, in turn, raised no objections to the proposal by the PAN that the budget deficit remain
at 0.5% of GDP. "The good news is that Mexico will maintain healthy public finances," said PAN
Deputy Luis Pazos. "But we're exposing ourselves to the risk of falling oil prices. If the price falls,
we'll have to make spending cuts." Oil-related revenue accounts for about a third of public revenue.
The private sector had the same mixed reactions as Pazos to the budget. Many financial analysts,
responding to a public-opinion poll by the Mexico City English-language daily newspaper The
News, lauded the proposal as positive for future economic growth. "It is a good signal that Congress
has supported the executive in trying to hit targets for inflation and fiscal deficit," said Edgar
Camargo, head of economic research at the Bank of America in Mexico. "The budget shows
commendable prudence."
Arturo Gonzalez, president of the Confederacion de Camaras Nacionales de Comercio
(CONCANACO), echoed those sentiments. "The 2003 budget generates legal certainty for economic
activity," said Gonzalez. But the decision to boost the projected average oil-export price drew strong
criticisms from influential business organizations like the Confederacion Patronal de la Republica
Mexicana (COPARMEX) and the Instituto Mexicano de Ejecutivos de Finanzas (IMEF). "We are
assuming that the price of oil will remain high," said COPARMEX president Jorge Espina. "This
forces us to depend on factors that are totally beyond our domestic control."
Declines in international oil prices forced the government to reduce public expenditures several
times in recent years. The reductions were especially significant in 1998 (see SourceMex, 1998-01-21,
1998-03-25, and 1998-07-15). But federal expenditures were also reduced in 2000 and again in 2002
because of low oil prices (see SourceMex, 2000-03-08 and 2002-04-10).
Legislators from the PRI said the budget would also promote investments. "We were able to
increase federal expenditures on capital projects through investments on roads, water-related
infrastructure, and financial allocations to states," said PRI Deputy Jorge Chavez Presa. Most
members of the PRD voted against the budget, saying the plan failed to enact the tax reforms
needed to promote greater equity in Mexican society. "The tax havens remain untouchable,
especially for the foreign banks," said PRD Deputy Miroslava Garcia Suarez. "There were no
commitments to increase efforts against tax evasion, which consistently bleeds the public treasury."
Surprisingly, the two PRD members who voted in favor of the budget were the party's floor leader
Marti Batres Guadarrama and Deputy Erick Villanueva Mukul, who was recently elected leader
of the lower house. Batres in the past has been a vocal opponent of the economic policies of the
neoliberal Fox administration.

Funding increased for agriculture, education, states
Notwithstanding the concerns raised by PRD legislators, the budget represented a small victory
for the newly formed governors association (Conferencia Nacional de Goberandores, CONAGO)
and for agriculture organizations. CONAGO, which comprises PRI and PRD governors, had been
in a fight with Fox regarding cuts in funding for state governments (see SourceMex, 2002-10-30
and 2002-11-13). The budget approved by Congress included 17 billion pesos (US$1.61 billion) for
the Programa de Apoyo para el Fortalecimiento de las Entidades Federativas (PAFEF), which is in
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addition to the billions of pesos allocated for the Aportaciones Federales para Entidades Federativas
y Municipios.
The Congress also increased funding for agricultural and rural programs by 13.1 billion pesos (US
$1.24 billion) and education by 6.2 billion pesos (US$589 million). Some analysts said agricultural
and teachers' groups helped bring attention to their cause by taking over the Chamber of
Deputies in mid- December. In an act of civil disobedience, hundreds of protesters affiliated with
the Coordinadora Nacional de Trabajadores de la Educacion (CNTE) and several agricultural
organizations stormed the San Lazaro legislative building to demand higher teacher salaries and
a moratorium on the elimination of agricultural tariffs under the North American Free Trade
Agreement (NAFTA).
Protesters tore apart a glass partition, hurled fire extinguishers at security guards, and made
threatening gestures to legislators inside the main chamber. The actions were condemned by
members of all parties and brought the threat of legal action. PRD Deputy Villanueva said he would
cooperate fully with the Procuraduria General de la Republica (PGR) in its criminal investigation.
"We believe the actions [of the protesters] went way beyond civilized limits," said Villanueva.
Still, protesters succeeded in calling attention to their issues, which may have contributed to
the decision by legislators to boost funding for agriculture and education. Some legislators
acknowledged that the increased funding was insufficient to meet the needs of the rural sector.
"It's a very complex situation, and no budget amount is enough," said PRI Deputy Julian Contreras.
Contreras noted that the Congress took other steps to assist the agriculture sector, such as creating
Financiera Rural, an agency that will assume the functions of the Banco Nacional de Credito Rural
(BANRURAL). The new institution reduces the amount of red tape required for farmers to obtain
credit for agriculture.
In addition to increasing the forecast for the average oil-export prices, legislators obtained more
money for agriculture, states, and education by requiring the Secretaria de Hacienda y Credito
Publico (SHCP) to sell idle properties and by reducing the funds proposed by Fox for several
Cabinet ministries and other agencies, including the Secretaria de Relaciones Exteriores (SRE), the
SHCP, and the Secretaria de Gobernacion (SEGOB).
Furthermore, the allocations for the judicial branch were cut by about 5 billion pesos (US$475
million), despite heavy lobbying by outgoing Supreme Court Justice Genaro Gongora Pimentel.
Funding for the electoral agency, the Instituto Federal Electoral (IFE), was also cut significantly. IFE
counselor Gaston Luken called the reduced budget "worrisome" and warned that a lack of funds
could affect the institute's ability to organize fair midterm congressional elections in 2003. [Note:
Peso-dollar conversions in this article are based on the Interbank rate in effect on Dec 18, reported at
10.51 pesos per US$1.00] (Sources: Reuters, 12/09/02, 12/11/02, 12/16/02; Associated Press, 12/11/02,
12/12/02, 12/17/02; Milenio Diario, 12/11/02, 12/12/02, 12/16/02, 12/17/02; Reforma, 12/12/02, 12/13/02,
12/17/02; El Financiero, 12/13/02, 12/16/02, 12/17/02; Agencia de noticias Proceso, 12/16/02, 12/17/02;
CNI en Linea, 12/17/02; The Dallas Morning News, 12/17/02; Notimex, 12/16/02, 12/17/02; La Cronica
de Hoy, El Universal, 12/12/02, 12/16-18/02; Novedades, 12/12/02, 12/13/02, 12/16-18/02; The News,
12/13/02, 12/17/02, 12/18/02; La Jornada, 12/17/02, 12/18/02)
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